GUIDE TO WISCONSIN

MANUFACTURING

PROPERTY ASSESSMENT

Wisconsin Department of Revenue
Division of State and Local Finance
Bureau of Property Tax
Manufacturing & Utility Section
2135 Rimrock Road
Madison, WI 53713-1443

Prop 065 (R. 4-05)

This guide was prepared to answer the most often asked questions regarding the
assessment of manufacturing property in Wisconsin. The guide is separated into five
sections:
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If you have any additional questions you should contact the Manufacturing District
Officefor your area. The district office boundaries, phone numbers, and addresses are
shown on the map on page 9.

Bureau of Property Tax
Manufacturing and Utility Section
Wisconsin Department of Revenue



INTRODUCTION

1. Why doesthe Department of Revenue
assess manufacturing property?

In 1973, the L egislature enacted Section 70.995, which providesfor the Department to
be responsible for the assessment of manufacturing property. Thiswas doneto ensure
uniform treatment and assessment of all manufacturersin the state.

At that time, the L egislature also enacted several lawsto encourageindustrial devel op-
ment and expansion in the state. Section 70.11(27), provides for the exemption of
manufacturing machinery and equi pment. Section 70.111(17), providesfor theexemp-
tion of manufacturers’ materials and finished products.

2. Doesthismean that the state will collect my property tax?

No. Property taxes for manufacturers are calculated and collected by the municipality
in which the property is located in the same manner and at the same rate as all other

property.

3. If thestate assesses my property will it be assessed
the same as other propertiesthat are not state assessed?

TheDepartmentisrequired to assessall property at full market value; whichiswhat the
property would sell for at arms-length sale. However, not al municipalities assess at
market value. To maintain equity all manufacturing assessments are “equated” to the
local level of assessment. For example, assume that your manufacturing property is
valued at $500,000 and the local municipality assessesall other property at 95 percent
of full market value. Y our assessment would be equated to $475,000 ($500,000 x .95)
prior to the time that the taxes are calculated. This ensures that you pay no more or no
| ess taxes than nonmanufacturing property with the same market value.

4. Who isa manufacturer?

A manufacturer isan establishment engaged in the assembling, processing, fabricating,
making, or milling of tangible personal property for profit. The Standard Industrial
Classification Manual (SIC Manual), 1987 Edition, published by the U.S. Office of
Management and Budget plays a major role in defining what businesses qualify as
manufacturing for property tax purposes. Section 70.995(2) includes asmanufacturing
al the major manufacturing groups in the SIC Manual, plus five activities listed as
nonmanufacturing in the SIC Manual, including: mining, photofinishing laboratories,
scrap processing, waste paper processing, and hazardous waste facilities. Section
70.995(1)(d) of the statutes excludes as manufacturing for property tax purposesall the

activities that the SIC Manual classifies as nonmanufacturing except for the five
aforementioned exceptions. Manufacturing property includes lands and buildings,
including warehouses, storage facilities and offices used in support of the manufactur-
ing operation. Manufacturing property also includes all personal property owned or
usedintheactivity. Personal property includesmachinery and equipment, furnitureand
fixtures, computers, and supplies.

Pleasenote: Property (land, buildings, machinery) purchased or constructed asawaste
treatment facility used for the treatment of industrial wastes or air contaminants is
exempt from property taxesasawaste treatment facility. Please contact your appropri-
ate district office for further information.

CLASSIFICATION

5. Howdol get classified asa manufacturer?

If youfeel that you qualify asamanufacturer, you shoul d contact theManufacturing and
Utility District Office for your areain writing on or before March 1. (See map) They
may ask you to write aletter explaining your operation or make an appointment to visit
youtodiscussyour operation. | naddition, the Department reviewsbuilding permitsand
newspaper and magazine articlesand contacts|ocal assessorsand potential businesses
to discover new manufacturers.

6. | onlyleaseto a manufacturer. Isthis
property still consider ed manufacturing?

Yes. As long as the property is used in the manufacturing activity, it is considered
manufacturing property and will be assessed by the Department.

7. What if only part of my property ismanufacturing? Will
the state or thelocal municipality assess my property?

When real property is used for both manufacturing and some other purpose, the
Department will determine the predominant use of your real property. If the predomi-
nant useismanufacturing, the Department will assessthereal property. If thepredominant
use is nonmanufacturing, the real property will be locally assessed.

When real property isoccupied by both a manufacturer and some other enterprise, the
Department will assessthe personal property of themanufacturer and thelocal assessor
will assess the personal property of the other enterprise.



8. What istheimpact of being classified a manufacturer?

Machinery and equipment used exclusively and directly in the manufacturing process
is exempt from property taxes. However, to receive this exemption, you must be
classified as a manufacturer by the Department. Local assessors cannot exempt
manufacturing machinery and equi pment.

9. Doesthismean that all my personal property isexempt?

No. Only machinery and equi pment used exclusively and directly in themanufacturing
process is exempt. Machinery and equipment used for nonmanufacturing purposes,
furniture, fixtures, and office equipment; and other personal property, such assupplies
or leasehold improvements, are still taxable.

To initially obtain this exemption you are required to submit a Fixed Asset Listing
identifying each asset, itsoriginal cost, itsacquisition date, and whether it wasreported
astaxable or exempt in your M-P Form. If the Asset Listing isnot provided, all assets
will be considered taxable. The Asset Listing must then be maintained by you at your
placeof businessor your accountant’ splaceof businesseachyear. If theupdated listing
isnot availablefor our on-siteinspections, the apprai ser may assessaminimum of 20%
of your assets as taxable.

Note: Effective January 1, 1999, computers and software as defined in 70.11(39) will
be exempt from tax.

10. Isthere acutoff datefor classification as a manufacturer?

Y es. Tobeclassified asmanufacturing, you must contact the Department in writing by
March 1 of the assessment year, since that is the due date for the filing of the
manufacturing property report forms (M-forms).

11. If I missthis cutoff date, will the Department
give me aretroactive exemption for prior years?

No. You must be classified as a manufacturer by the Department for any specific
assessment year. Any requests for classification as a manufacturer received after
March 1 will be considered for the following year.

12. | have been classified asa manufacturer by the
Department’s Sales Tax Bureau. Doesthis automatically
classify me asa manufacturer for property tax purposes?

No. The Sales Tax Bureau and the Bureau of Property Tax are guided by different laws
and criteriafor classifying an establishment as manufacturing. Y ou must be classified

as a manufacturer by your District Manufacturing and Utility Office to receive the
machinery and equipment property tax exemption.

13. The Department hasdenied me classification
asamanufacturer. Can | appeal thisdecision?

Y es. First, contact your District Manufacturing and Utility Officeto makesurethat they
haveall thefactsregarding your establishment. If you do not agree with their decision,
you may appeal to the State Board of Assessors. Pleaserefer to the APPEAL S section
of this booklet for information on your appeal rights.

ANNUAL ASSESSMENT

14. How doesthe Department determine
the assessed value of my property?

The Department determines the market value of your property from areview of the
manufacturing property report forms (M-forms) that you are required to file each year
and from field reviews of your property and records which are made every five years.
The following questions will explain the use of the M-forms and the field review
procedures in more detail .

15. What are the manufacturing property report forms?

These are self-reporting forms on which you report the property you own and any
changes to your property since the last assessment date. There are three forms:
MR-which is used to report manufacturing real property; MP-which is used to report
manufacturing personal property; and ML-which isused by lessorsto report personal
property leased to a manufacturer.

16. How can | obtain these forms?

M-formsare mailed in December to those establishments classified as manufacturers.
If you have not received the M-forms by January 10, please contact your District
Manufacturing and Utility Office (see map). The forms are also available on the
Department of Revenue website.

17. When arethe M-forms due?

M-formsaredueMarch 1. Y ou canreceivean extensionto April 1 by sending awritten
request to your District Manufacturing and Utility Office prior to March 1. Thewritten
request may besent viafirst classmail, email or fax. Seethemap onpage 9for addresses
and fax numbers. The extension request must include the Department of Revenue
computer number of the property.



18. What if | filelate, or don't file at all?

Y ou will be subject to a penalty. If you fail to file the form by the due date or by any
extension of the due date that has been granted, the Department will enter a penalty of
$25 if the form is filed one to ten days late; $50 or 0.05% of the previous year's
assessment, whichever is greater, but not more than $250, if the form is filed 11 to
30 dayslate; and $100 or 0.1% of the previousyear’ sassessment, whichever isgreater,
but not more than $750, if the form is filed more than 30 days late. In addition, if you
do not file your M-form, you lose your right to appeal the assessed value of your
property. The Department will not enter apenalty if the Department did not assessthe
property for the previous year. Penalties must be paid to the Department of Revenue
within 30 days of their issuance to avoid interest charges and collection fees.

19. What if there are special circumstancesthat
caused meto filelate? Can | appeal my penalty?

Yes. If youfeel that your failuretofileontimeisdueto areasonabl e cause, contact your
District Manufacturing and Utility Officewithin 30 daysof theissuance of your penalty
notice. The Department may cancel or refundall or part of apenalty if it findsreasonable
cause for filing late. Please see the Appeals section of this booklet for additional
information on appeal procedures.

20. | havereceived morethan one M-form.
Do | havetofileall of theformsthat are sent to me?

Y es. Each M-formrelatesto aseparate property. To avoid apenalty, you must file each
M-form. In addition, if part of your property islocated in a Tax Incremental Finance
(TIF) district, you must file separate forms for these properties.

21. | represent a leasing company that leases per sonal
property to manufacturers. Do | haveto file with both
the Department of Revenue and the local assessor ?

If you lease personal property to a manufacturer, you must report that property to the
Department. All personal property leased to non-manufacturersisreported to thelocal
assessor. If you are not sure if the lessee is a manufacturer, you should contact your
District Manufacturing and Utility Office.

22. Why doesthe Department need so much
information about my property?

The Department does an on-site field audit of your property once every five years.
During theinterim years, werely upon your reports (which you are required to submit
pursuantto Sec. 70.995(12)(a) Wis. Stats.) to keep usawareof changestoyour property
which enable usto make fair, accurate assessments.

23. You mention afield audit of my property. What isafield audit?

A fieldauditisaphysical inspection of your real and personal property thatisconducted
onceevery fiveyears. It givesyou the opportunity to point out your concernsregarding
the condition and market value of your property. It gives us the opportunity to update
our records to reflect changes to your buildings, land improvements, and to complete
anappraisal of your real property. Thefield audit may alsoinvolveaninspection of your
accounting recordsto ensurethat your machinery and equipment iscorrectly classified
as exempt versus taxable and to verify personal property data reported during the
previousyears.

VALUATION AND ASSESSMENT

24. You mention market value. What is mar ket value?

Market valueisthe statutorily prescribed standard for valuing real property. It iswhat
aproperty would ordinarily sell for at arms-length sale on the open market.

25. How do you determine market value?

Section 70.32(1) of the statutessaystheassessor shall consider recent arms-length sales
of the property to be assessed, if according to professionally acceptable appraisal
practices those sales conform to recent arms-length sales of reasonably comparable
property. When there is no recent sale of the subject property that conformsto sales of
comparable properties, the assessor should consider sales of comparable properties.
When there is no recent sale of the subject property or comparable properties, the
assessor should consider other relevant data. Thisincludes: costs, depreciation, replace-
ment value, non arms-length sale of the property, sales of like property, income,
industrial conditions, location, occupancy, book value, amount of insurance, and other
factors.

26. What isan arms-length sale and itsrelationship to market value?

An arms-length sale of a property is a sale where both buyer and seller are willing
participants, with neither compelled to act. The relationships between the parties,
motives, and other circumstancesinvolved inthe sale are considered in determining if
asaleisarms-length. To meet the standard of market value, an arms-length sale should
also meet the following conditions:

a.  The property should be exposed to the market for a period of time typical of the
turnover time for this property.



b. Both buyer and seller should be knowledgeable about the real estate market.

c. Both buyer and seller should be knowledgeable about the uses, both present and
potential, of the property.

d. Payment for the property isin cash, or typical of normal financing for thistype of
property.

e. Thesaeshouldincludeall of therights, privileges and benefits of thereal estate.
27. How is personal property valued?

The standard for personal property is “true cash value” which essentially means the
samething asmarket value. Arms-length sales of personal property areextremely rare.
Therefore, the Department has devel oped Composite Conversion Factorsfor groups of
assets based on the assets' useful life. These Factors include the effects of both
appreciation and depreciation and when applied to the acquisition cost of the assets
yield an equitable estimate of true cash value.

28. My property hasnot changed since last year.
Why has my assessment changed?

The Department constantly monitors changes in the economy, such as inflation and
industrial conditions, and changesinthereal estatemarket. Although you may not have
made any changesto your property, there may have been changesin these factors that
have affected the market value of your property.

29. Will I benotified of my assessment?

Y es. The Department sends annual notices of assessment for each property it assesses.
These notices are sent regardless of whether there is a change in the assessment.

APPEALS

30. What should I doif I think that my assessment isunfair?

Y ou should first contact the Manufacturing and Utility District Office that made your
assessment. In some cases, questions arise because of amathematical error made either
in the preparation or auditing of a return or because of a misunderstanding of the
manufacturing assessment process. Thesesituationscan often beresol ved by discussion
with the District Office and eliminate the time and expense of aformal appeal.

31. | havetalked totheDistrict officeand | still think
that my assessment isunfair. What should | do now?

Y ou should makeaformal appeal of your assessment. Y ou can obtainan objectionform
fromyour District Office. Make surethat you answer all the questions on theform and
send the form along with a $45 filing fee and supporting documentation to the State
Board of Assessors at the address shown on the form within 60 days of the date of
issuance of your assessment notice.

32. What happens at the State Board of Assessors?

The Board of Assessors will assign a manufacturing appraiser to your appeal. The
appraiser will investigateour records, theinformationyou provide, and rel ated dataand
preparearecommendation. Theinvestigation may also includeaphysical inspection of
your property. The Board does not conduct a hearing, but will review the recommen-
dation and either approveit or ask for additional information. The Board will mail its
determination to you. You may appeal the Board’'s decision to the Tax Appeals
Commission within 60 days of receipt of the Board' s decision.

33. What happensat the Tax Appeals Commission?

The Tax Appeals Commission conducts a hearing which provides you the opportunity
to present evidence and cross-examine Department witnessesin aformal setting. Y ou
may appeal the Commission’ s decision to Circuit Court.

34. Dol follow the same proceduresfor all appeals?

Y es. These procedures apply to all appealsincluding valuation, exemption, classifica-
tion, and late filing penalties.

35. Can themunicipality also appeal my assessment?

Y es. Both you and the municipality are notified of your assessment and can appeal it or
any decision of the Board of Assessors or the Tax Appeals Commission. In addition,
both you and the municipality are notified of any appeal by the other party and are
offered the opportunity to provide information or to present evidence regarding the

appeal.



Addresses of Manufacturing & Utility Offices
Wisconsin Department of Revenue

Lake Winnebago District — Area 75
Manufacturing & Utility Office

845 South Main Street, Suite 140
Fond du Lac, WI 54935-6116
Phone: 920-929-2962

Fax: 920-929-7202

Email: mfgtel75@dor.state.wi.us

Southern District — Area 76
Manufacturing & Utility Office

Metro District — Area 77
Manufacturing & Utility Office
Rm. 530 State Office Building
819 North 6th Street

Milwaukee, WI 53203-1682
Phone: 414-227-4456

Fax: 414-227-4095

Email: mfgtel77@dor.state.wi.us

Western District — Area 79

Mailing Address: PO Box 8909, Mail Drop 3-424 Manufacturing & Utility Office
Madison, WI 53708-8909 707 South Barstow
Street Address: 2135 Rimrock Rd. Eau Claire, WI 54701-3894
Madison, WI 53713-1443 Phone: 715-836-4925
Phone: 608-267-2163 Fax: 715-836-6690
Fax: 608-267-1355 Email: mfgtel79@dor.state.wi.us
Email: mfgtel76@dor.state.wi.us
Northeastern District — Area 81
Manufacturing & Utility Office
200 N. Jefferson Street, Suite 626
Green Bay, WI 54301-5190
Phone: 920-448-5191
e Fax: 920-448-5210
"_"'a', Email: mfgtel81@dor.state.wi.us
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